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1. A profile of software industry in 
India: 
The Indian economy has changed his 
approach and direction in last few 
decades. After independence, India was 
known as an agrarian economy having 
dominance of agriculture and nearly 
80%of population living on agricultural 
sector. Industrial development was low 
and many industrial sectors were yet to 
emerge on the economic scene. Naturally 
Indian economy has witnesses the status 
of stagnation and lagging the race of 
development which demanded change. 
The change in the economy is not 
possible in a snap shot manner. A lasting 
and permanent change cannot be brought 
in a single one time activity. It requires 
continuous planning, systematic 
approach and defined mechanism. Taking 
this into account, Indian planners have 
decided to adopt a planned economic 
approach. India wedded with economic 
planning in the year 1952. The 1st five 
year planning came into existence in 
1952 which was a landmark change in 
India’s economic approach. The whole 
concept of economic development was 
re-casted after the planning process. The 
Nehru-Mahalnobis Model of economic 
planning later on became an important 
aspect of economic advancement and 
development. Each economic plan was to 
be of 5 years duration that was to be 
reviewed systematically and designed to 
meet specific objectives of economy. The 
economic planning focused on rapid and 
directed growth through efficient 
utilization of resources. The planning 
process thus became the landmark feature 
of modern India. 
2 (a): India’s software revenue and 
exports:   
India has also been a major exporter of 
software since development of this 
industry. However, it should be admitted 
that as an exporter India is not having a 
sound credibility and reputation in many 
commodity such as goods and services. 
Because of poor export potential India 
suffered heavily on economic front. The 
inherent capacity of Indian economy 
could not be fully and rightly utilized. 
Because of this limitation poor quality of 
product produced. The competitive age of 
Indian economy was not rightly seen on 
many fronts. As a result there was a 
continuous export-import imbalance.  
Since 1991, however, the situation 
change and the economic performance 
started enhancing. Liberalized economic 
policy, pro-industrial approach, healthy 
economic climate, promoting quality, and 
potential and competitive strength help 
Indian economy to perform well.    
The table presented below indicates the 
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Table 1: India’s Software Revenue and Exports, 1985-86 to 2000-01 
Year Revenues (in millions 
of US) 
Exports as % of 
Revenues 
Exports as % 
Share of STPs 
1985-86 81 29.63  
1986-87 108 36.11  
1987-88 130 40.00  
1988-89 160 41.88  
1989-90 197 50.76  
1990-91 243 52.78  
1991-92 304 53.95  
1992-93 388 57.99 8.0 
1993-94 560 58.93 12.0 
1994-95 787 62.13 16.0 
1995-96 1253 60.18 29.0 
1996-97 1841 59.75 46.0 
1997-98 3011 58.42 54.0 
1998-99 4069 63.90 58.0 
1999-00 5611 70.61 68.0 
2000-01 8386 74.14  
 
From the data presented above, it is 
clear that there is a continuous 
enhancement in terms of revenue 
from the export. This continuous 
enhancement is result of software 
products, software program and 
many IT and ITES based services. 
In a very short period, India 
attended the status of IT hubs and 
center of IT leadership especially 
for export services. The reason of 
such a rapid enhancement of IT 
export can be identified as follows: 
i. Availability of strong and 
qualified manpower 
happens to be the first 
and major strength. 
ii. Establishment of large 
number of ITES and IT 
based centre and 
products. 
iii. The availability of skilled 
and low cost manpower 
is another advantage 
which India has gained; 
resulting in rapid 
establishment of service 
unit, developing different 
software package and 
export products.  
iv. Proactive approach of 
various State 
governments and the 
Union for establishment 
of technical and IT parks.  
v. Liberal, simple and 
flexile exports promotion 
policy. 
 (b): Development of Software export 
and service Industry: 
The software export and service Industry 
has also exhibit a remarkable and shining 
performance. Most of these units in this 
sector have shown a consistent upward 
trend. This trend is visible in terms of 
growth pattern of number of units, 
number of service units established, 
clustering of various limited as well as 
private limited corporation specialized in 
IT sector. How IT industry expanded can 




Table 2: Indian Software and Service Industry (USb$) 
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Year Domestic Exports Total Percentage 
Growth Rate 
(Export) 
Percentage Growth Rate 
(Domestic and Export) 
1994-95 0.35 0.485 0.835   
1995-96 0.49 0.734 1.224 51.34 46.6. 
1996-97 0.67 1.085 1.755 47.82 43.40 
1997-98 0.95 1.750 2.700 61.29 53.80 
1998-99 1.25 2.650 3.900 51.43 44.40 
1999-
2000 
1.70 4.000 5.700 50.94 46.10 
2000-01 1.96 6.300 8.260 57.50 44.90 
Source: Based on Hanna (1994), Heel (1994) and Masc0 (2001) 
The data presented above indicates the 
consistence upward trend of 
enhancement of domestic products and 
export in software sector. On both the 
front, the industry has given exemplary 
and upward performance. The 
performance is not only impressive but 
the cumulative growth rate is above 
the national industries growth rate.   
The important indicator for 
performance is often increasing in the 
capital turnover and sales. It is notice 
that IT industry has often presented 
itself as a helping hand to the growth 
of Indian economy. This industry has 
offer yeomans service to Indian 
economy. In the early period of 
liberalization and thereafter also there 
is a consistent development in the 
contribution by IT industry. The 
contribution is in term of development 
of Human resource, development of 
infrastructure as well as development 
of skilled bank enhancing the social 
progress and offer helping hand in e-
governance. 
Table 3: 













a) HRD Quality improvement 


















a) Setting three IT cities at 
Patiala (Rs. 175 crore), 
Jalandhar (175 crore) and 
Ludhiana (Rs.175 crore) and 
upgrading Mohali(Rs. 50 
crore) 
b) Venture Capital 

































0.5 per cent in the first year to 
2.0 














IT for Masses 
Setting 138 wired CIDCs at 
block level Vidya Vahini 
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Total 1595.60 398.60 536.00 661.00 
 
From the table presented above it is clear 
that IT industry has worth in all 
performance in all corners. It has help to 
develop quality infrastructure in the form 
of IT parks and technological parks. 
These intents to demonstration effect in 
development of industrial estate. The 
infrastructure of various cities, township 
has improved significantly after 
establishment of various IT estate and 
industrial park. Development of IT firm 
has given boost in development of 
various institutions and colleges. 
Computer related educational program 
have change the whole education scenario 
in India. E-governance and IT firm has 
also added to improvement of general 
quality of life. In return it has work as a 
government catalyst for societal change.  
 (c): Contribution to GDP: 
Success of any industry or industrial 
sector can be rightly access by examining 
how it contributed to the general 
economy development. Its contribution to 
GDP and national income are often 
considered as a simple parameter of its 
success. Table presented below indicates 
the contribution of IT industries to the 
economy. 





(in Rs. Billion) 
IT sector 
revenue 
(in Rs. Billion) 
IT revenue 
to GDP ratio   
( in% age) 
1994-95 10128 63 0.62 
1995-96 11880 99 0.83 
1996-97 13682 137 1.00 
1997-98 15224 186 1.22 
1998-99 17409 253 1.45 
1999-2000 19296 362 1.88 
2000-01 21043 566 2.69 
2001-02 22929 658 2.87 
2002-03 24661 780 3.16 
2003-04 26954 978 3.63 
2004-05 29380 1276 4.34 
Source: http://mospi.nic.in and http://www.nasscom.org 
Note: GDP figure are at market price 
With the help of 
information presented here it is 
clear that IT industry has become 
a single largest contributor to 
GDP and National income. It has 
become a gain changer for 
development of Indian economy. 
Today IT has become one of the 
principle contributors to 
exchequer. In term of contribution 
to national income it ranks first in 
industrial sector and in term of 
contribution to GDP also it has a 
significant position.  
 (d): Revenue: 
How an industrial sector contributes to 
the general revenue level is very 
important indicator. This revenue comes 
in the form of levies, taxes and earning 
for export duties. There is an indirect 
form of revenue which is in term of 
wealth creation, dividend paid as well as 
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other financial contribution to the economy.  










2001-02 7.6 2.6 10.2 
2002-03 9.5 3.0 12.5 
2003-04 12.9 3.8 16.7 
2004-05 17.7 4.8 22.5 
2005-06 23.6 6.7 30.3 
2006-07 31.1 8.2 39.3 
2007-08 40.4 11.7 50.0 
2008-09 46.3 12.4 58.7 
CAGR (%) 28.6 22.2 26.9 
                            Source: http://www.nasscom.org 
The data presented in the above 
table clearly indicates that there is 
a consistence increase in the 
revenue generation of IT sector. It 
is not only growing but the rate of 
increment is also high.  
 (e): Contribution to Employment:  
The most important criteria to measure 
the success of an industry is its 
contribution to the employment. To know 
how the industry contributes to general 
level is very important. IT industry 
contributes in many ways for 
enhancement of employment. There is 
direct implication on employment. 












2001-02 0.17 0.11 0.25 0.52 
2002-03 0.21 0.18 0.29 0.67 
2003-04 0.30 0.22 0.32 0.83 
2004-05 0.39 0.32 0.35 1.06 
2005-06 0.51 0.42 0.38 1.29 
2006-07 0.69 0.55 0.38 1.62 
2007-08 0.86 0.70 0.45 2.01 
2008-09 0.92 0.79 0.50 2.21 
                 Source: Nasscom 
From the data presented above, it 
is clear that the contribution of IT 
industries to enhance direct and 
indirect is very important. With 
every addition of IT industries 
employment level is improve. The 
Cumulative Average Growth Rate 
(CAGR) of direct employment is 
very high whereas associated and 
indirect employment is also 
established in a systematic 
manner.  
 (f): Growth of Revenue of IT Company: 
The IT Company is continuously adding 
revenue because of growing demand for 
IT and IT based services. The demand for 
IT based services is growing in both 
domestic and international market. This is 
rightly reflected by way of generating 
revenue by 20 major countries.  
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(g): Employment generation: 
The generation of employment in 
software and IT sector is very high. 
Software and IT sector are the major 
sources of employment generation in the 
liberalized economy. The employment 
generation has become very high because 
of continuous expansion, multiple set of 
job profile, designing, developing and 
exporting various IT based services. The 
direct employment generation through IT 
sector is presented in the following table: 
Table 7: Computer software services 




1 Tata Consultancy Services Ltd 44,74,586.09 8286.00 
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2 Infosys Ltd. 38,98,000.00 7219.00 
3 
Cognizant Technology Solutions 
India Pvt. Ltd 14,83,941.02 2748.00 
4 IBM India Pvt. Ltd 11,97,811.21 2218.00 
5 Accenture Services Pvt. Ltd 10,73,048.00 1987.00 
6 Tech Mahindra Ltd 5,66,960.60 1050.00 
7 
Oracle Finance Services  
Software Ltd. 2,79,600.74 518.00 
8 Larsen & Tourbo Infotech Ltd 2,78,387.53 515.00 
9 Infosys BPO Ltd. 1,64,533.69 305.00 
10 TCS E-Services Ltd 1,51,606.94 281.00 
 
From the data presented in the above 
table it is clear that IT has contributed 
significantly in employment generation. 
The countries expansion of these 
industries is helping vertical and 
horizontal development of employment 
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